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§ 1427.166 Insurance. 
The seed cotton must be insured at 

the full loan value against loss or dam-
age by fire. 

§ 1427.167 Liens. 
If there are any liens or encum-

brances on the seed cotton tendered as 
collateral for a loan, waivers that fully 
protect the interest of CCC must be ob-
tained even though the liens or encum-
brances are satisfied from the loan pro-
ceeds. No additional liens or encum-
brances shall be placed on the cotton 
after the loan is approved. 

§ 1427.168 [Reserved] 

§ 1427.169 Fees, charges, and interest. 
(a) A producer shall pay a non-re-

fundable loan service fee to CCC at a 
rate determined by CCC. 

(b) Interest which accrues for a loan 
shall be determined under part 1405 of 
this chapter. 

§ 1427.170 Quantity for loan. 
(a) The quantity of lint cotton in 

each lot of seed cotton tendered for 
loan shall be determined by the county 
office by multiplying the weight or es-
timated weight of seed cotton by the 
lint turnout factor determined under 
paragraph (b) of this section. 

(b) The lint turnout factor for any lot 
of seed cotton shall be the percentage 
determined by the county committee 
representative during the initial in-
spection of the lot. If a control portion 
of the lot is weighed and ginned, the 
turnout factor determined for the por-
tion of cotton ginned will be used for 
the lot. If a control portion is not 
weighed and ginned, the lint turnout 
factor shall not exceed 32 percent for 
machine-picked cotton and 22 percent 
for machine-stripped cotton unless ac-
ceptable proof is furnished showing 
that the lint turnout factor is greater. 

(c) Loans shall not be made on more 
than a percentage established by the 
county committee of the quantity of 
lint cotton determined as provided in 
this section. If the seed cotton is 
weighed, the percentage to be used 
shall not be more than 95 percent. If 
the quantity is determined by measure-
ment, the percentage to be used shall 
not be more than 90 percent. The per-

centage to be used in determining the 
maximum quantity for any loan may 
be reduced below such percentages by 
the county committee when deter-
mined necessary to protect the inter-
ests of CCC on the basis of one or more 
of the following risk factors: 

(1) Condition or suitability of the 
storage site or structure; 

(2) Condition of the cotton; 
(3) Location of the storage site or 

structure; and 
(4) Other factors peculiar to indi-

vidual farms or producers which re-
lated to the preservation or safety of 
the loan collateral. Loans may be made 
on a lower percentage basis at the pro-
ducer’s request. 

§ 1427.171 Approved storage. 
Approved storage shall consist of 

storage located on or off the producer’s 
farm (excluding public warehouses) 
which is determined by a county com-
mittee representative to afford ade-
quate protection against loss or dam-
age and which is located within a rea-
sonable distance, as determined by 
CCC, from an approved gin. If the cot-
ton is not stored on the producer’s 
farm, the producer must furnish satis-
factory evidence that the producer has 
the authority to store the cotton on 
such property and that the owner of 
such property has no lien for such stor-
age against the cotton. The producer 
must provide satisfactory evidence 
that the producer and any person hav-
ing an interest in the cotton including 
CCC, have the right to enter the prem-
ises to inspect and examine the cotton 
and shall permit a reasonable time to 
such persons to remove the cotton 
from the premises. 

§ 1427.172 Settlement. 
(a) A producer may, at any time be-

fore maturity of the loan, obtain re-
lease of all or any part of the loan seed 
cotton by paying to CCC the amount of 
the loan, plus interest and charges. 

(b)(1) A producer or the producer’s 
agent shall not remove from storage 
any cotton which is pledged as collat-
eral for a loan until prior written ap-
proval has been received from CCC for 
removal of such cotton. If a producer 
or the producer’s agent obtains such 
approval, they may remove such cotton 
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from storage, sell the seed cotton, have 
it ginned, and sell the lint cotton and 
cottonseed obtained therefrom. The 
ginner shall inform the county office in 
writing immediately after the seed cot-
ton removed from storage has been 
ginned and furnish the county office 
the loan number, producer’s name, and 
applicable gin bale numbers. If the seed 
cotton is removed from storage, the 
loan principal plus interest and charges 
thereon must be satisfied not later 
than the earlier of: 

(i) The date established by the coun-
ty committee; 

(ii) 5 days after the date of the pro-
ducer received the AMS classification 
under § 1427.9 (and the warehouse re-
ceipt, if the cotton is delivered to a 
warehouse), representing such cotton; 
or 

(iii) The loan maturity date. 
(2) If the seed cotton or lint cotton is 

sold, the loan principal, interest, and 
charges must be satisfied immediately. 

(3) A producer, except a CMA, may 
obtain a nonrecourse loan or loan defi-
ciency payment under subpart A of this 
part, on the lint cotton, but: 

(i) The loan principal, interest, and 
charges on the seed cotton must be sat-
isfied from the proceeds of the non-
recourse loan under subpart A of this 
part; or 

(ii) The loan deficiency payment 
must be applied to the loan principal, 
interest, and charges on the out-
standing seed cotton loan. 

(4) A CMA must repay the seed cot-
ton loan principal, interest, and 
charges before pledging the cotton for 
a nonrecourse loan or before a loan de-
ficiency payment can be approved 
under subpart A of this part, on the 
lint cotton. If CMA’s authorized by 
producers to obtain loans in their be-
half remove seed cotton from storage 
before obtaining approval to move such 
cotton, such removal shall constitute 
conversion of such cotton unless the 
CMA: 

(i) Notifies the county office in writ-
ing the following morning by mail or 
otherwise that such cotton has been 
moved and is on the gin yard; 

(ii) Furnishes CCC an irrevocable let-
ter of credit if requested; and 

(iii) Repays the loan principal, plus 
interest and charges, within the time 
specified by the county committee. 

(5) Any removal from storage shall 
not be deemed to constitute a release 
of CCC’s security interest in the seed 
cotton or to release the producer or 
CMA from liability for the loan prin-
cipal, interest, and charges if full pay-
ment of such amount is not received by 
the county office. 

(c) If, either before or after maturity, 
the producer discovers that the cotton 
is going out of condition or is in danger 
of going out of condition, the producer 
shall immediately notify the county 
office and confirm such notice in writ-
ing. If the county committee deter-
mines that the cotton is going out of 
condition or is in danger of going out 
of condition, the county committee 
will call for repayment of the loan 
principal, plus interest and charges on 
or before a specified date. If the pro-
ducer does not repay the loan or have 
the cotton ginned and obtain a non-
recourse loan under subpart A of this 
part on the lint cotton produced there-
from within the period as specified by 
the county committee, the cotton shall 
be considered abandoned. 

(d) If the producer has control of the 
storage site and if the producer subse-
quently loses control of the storage 
site or there is danger of flood or dam-
age to the seed cotton or storage struc-
ture making continued storage of the 
cotton unsafe, the producer shall im-
mediately either repay the loan or 
move the seed cotton to the nearest ap-
proved gin for ginning and shall, at the 
same time, inform the county office. If 
the producer does not do so, the seed 
cotton shall be considered abandoned. 

§ 1427.173 Foreclosure. 
Any seed cotton pledged as collateral 

for a loan which is abandoned or which 
has not been ginned and pledged as col-
lateral for a nonrecourse loan under 
subpart A of this part by the seed cot-
ton loan maturity date may be re-
moved from storage by CCC and ginned 
and the resulting lint cotton 
warehoused for the account of CCC. 
The lint cotton and cottonseed may be 
sold, at such time, in such manner, and 
upon such terms as CCC may deter-
mine, at public or private sale. CCC 
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